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Introduction 

Last  October,  the  Directors  of  the  Governor's  Manage- 
ment Task  Force  (GMTF) ,  and  Governor  Dukakis  asked  the  Massa- 
chusetts Taxpayers  Foundation  to  review,  on  a  quarterly  basis, 
the  implementation  of  the  management  savings  recommendations  of 
the  Task  Force. 

The  GMTF,  a  private,  nonprofit  corporation,  funded 
by  300  of  the  state's  business,  educational  and  professional 
firms,  was  established  in  early  1975.   Its  task  was  to  analyze 
state  government  operations  and  to  make  recommendations  for 
increasing  efficiency  and  improving  management  of  state  agencies. 

Warren  King  and  Associates,  management  consultants, 
organized  and  directed  the  efforts  of  the  volunteer  management 
specialists  from  Task  Force  supporters  gathered  to  conduct  the 
study,  which  ran  from  September  through  December  1975.   The 
Task  Force  issued  its  report  in  May  1976.   It  contained  807 
recommendations  on  ways  the  state  could  raise  or  save  money  and 
improve  delivery  of  services.   It  is  important  to  note  that  the 
Task  Force  endorsed  many  projects  to  accomplish  these  ends  that 
were  already  underway  in  state  government  by  converting  them  into 
recommendations . 

Between  May  and  December  of  1976,  state  agencies  re- 
viewed the  GMTF  recommendations  and  accepted,  modified  or  re- 
jected those  recommendations  applicable  to  them.   The  result 
was  that  538  Task  Force  recommendations  were  accepted,  either 
"as  is"  or  in  modified  form,  157  were  rejected  and  102  were  set 
aside  for  further  study.   The  state  Treasurer  will  issue  a 
separate  report  on  the  10  recommendations  applying  to  his  Office. 
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The  agencies  then  developed  plans  to  implement  the 
accepted  recommendations,  appointed  internal  coordinators  to 
oversee  implementation  and  proceeded  to  implement. 

The  Foundation's  "audit"  of  the  implementation 
efforts  covers  the  period  ending  on  December  31,  1976. 

The  Dukakis  Administration,  the  Task  Force  Directors 
and  the  Foundation  share  a  common  interest  in  bringing  reform 
of  management  practices  and  greater  efficiency  to  state 
government . 

The  selection  of  the  Foundation  to  monitor  the 
implementation  of  the  accepted  Task  Force  recommendations  has 
a  precedent  in  Pennsylvania,  where  the  MTF's  counterpart  there, 
the  Pennsylvania  Economy  League,  monitored  a  similar  study. 

Review  Period 


During  its  first  three-month  review,  running  from 
mid- January  to  mid-April  of  1977,  the  Foundation  examined  the 
implementation  status  (complete,  incomplete  or  in  process)  of 
the  GMTF  recommendations  as  of  December  31,  1976. 

Since  a  review  of  all  the  recommendations  was  not 
feasible  within  a  three-month  period,  the  Foundation  developed 
a  selective  approach. 

Review  Criteria 

The  review  was  designed  to  cover  recommendations 
that  had  large-scale  fiscal  implications  for  the  state  and 
those  management-efficiency  recommendations  to  which  it  is 
difficult  to  attach  dollar  savings,  but  had  important 
implications  for  the  operation  of  state  government.  For 
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example,  establishing  a  personnel  performance  appraisal  system 
has  an  important  impact  on  personnel  practices  but  the  finan- 
cial benefits  are  difficult  to  verify. 

The  Task  Force  recommendations  the  Foundation  agreed  to 
review  included:   all  those  for  which  the  GMTF  estimated  a  net 
financial  impact  of  $1  million  or  more,  regardless  of  status;  and 
those  recommendations  for  which  the  Task  Force  estimated  a  net 
financial  impact  of  $100,000  or  more  which  state  agencies  claimed 
as  completed  during  the  "audit"  period. 

The  Foundation  also  agreed  to  select  for  review  a 
representative  sample  of  other  recommendations  below  $1  million 
on  which  state  agencies  claimed  to  have  made  some  progress  in 
implementing. 

A  combination  of  factors  altered  the  original  criteria 
for  review  of  the  status  and  financial  impact  of  the  GMTF  re- 
commendations for  this  first  quarterly  report. 

There  was  little  uniformity  among  state  agencies  in 
reporting  on  the  status  of  recommendations.  Many  agencies 
grouped  several  recommendations  into  a  single  project  on  the 
premise  that  they  addressed  interrelated  problems.  Agencies 
also  broke  down  certain  complex  recommendations  into  their 
various  parts  and  addressed  each  part  as  a  single  project. 
These  two  factors  increased  the  number  of  recommendations 
meeting  the  Foundation's  review  criteria  and  eligible  for 
review. 

The  late  submission  of  progress  reports  by  some  agen- 
cies curtailed  the  review's  scope  because  there  was  not  enough 
time  to  review  all  recommendations  fitting  the  "audit" 
criteria.   This  problem  led  the  Foundation  to  place  an  emphasis 
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in  its  review  on  "completed  projects"  of  $100,000  or  more  and 
had  the  effect  of  eliminating  from  review  some  recommendations 
of  $1  million  or  more  that  were  "in  process." 

The  basic  sources  of  information  the  Foundation  used 
to  verify  agency  claims  were:   personal  interviews  with  Depart- 
ment staff;  correspondence  and  records  of  financial  transactions; 
documents  recording  personnel  or  budget  actions;  legislation; 
and  back-up  material  to  the  Task  Force  Report. 


Since  this  report  is  the  Foundation's  first  review  of 
state  agencies'  progress  on  implementing  Task  Force  recommen- 
dations, it  includes  almost  all  projects  that  were  completed 
and  financial  benefits  that  were  generated  before  the-  quarter 
beginning  on  October  1,  1976.   It  describes  the  review  process 
and  presents  the  Foundation's  findings  on  the  status  of  the 
recommendations  and  on  the  claims  of  financial  benefits. 

Review  Problems 


In  reviewing  implementation  of  the  Task  Force  recom- 
mendations, the  Foundation  encountered  difficulties  that  made 
it  impossible  to  verify  certain  activities  and  claims  and 
generally  slowed  the  progress  of  the  review. 

Part  of  the  problem  was  that  the  Task  Force  Report 
did  not  provide  a  method  for  confirming  the  financial  bene- 
fits that  were  to  be  derived  through  implementation  of  the 
recommendations . 

In  an  attempt  to  correct  this  problem  after  it  sur- 
faced during  the  review,  Administration  and  Finance  issued 
guidelines  to  all  internal  coordinators,  those  responsible  for 
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overseeing  implementation  in  the  agencies.   However,  these 
guidelines  were  not  specific  enough  to  enable  agencies  to 
develop  their  documentation  of  claimed  savings  and  contained 
an  internal  contradiction.   On  the  one  hand,  agencies  were 
told  to  base  personnel  savings  from  a  reorganization  along 
"functional"  lines.   Thus,  a  savings  could  be  claimed  when 
there  was  a  reduction  in  both  personnel  and  personnel 
expenditures  for  a  specific  agency  function.  Another  guide, 
however,  permitted  agencies  to  claim  savings  from  the  elimi- 
nation of  vacant  positions  only  on  an  account  or  agency-wide 
basis  by  measuring  "reversions,"  or  funds  not  spent  in  that 
budget  year.   These  contradictions  led  the  Foundation  to 
consider  some  claims  as  "nonverif iable." 

The  problem  was  further  complicated  in  that  the 
Task  Force  Report  did  not  provide  a  benchmark  which  agencies 
could  use  to  measure  financial  benefits.   Instead,  the  Task 
Force  used  both  fiscal  1975  and  fiscal  1976  budget  data. 
This  made  it  even  more  difficult  to  determine  financial  bene- 
fits resulting  from  GMTF  recommendations. 

These  difficulties  made  it  impossible  to  use  a 
systematic  method  of  reviewing  agency  claims  in  every  instance, 
Instead,  the  Foundation  had  to  develop  different  methods  and 
benchmarks  to  reflect  most  accurately  the  agency's  achieve- 
ments . 

Review  Findings 

In  its  review,  the  Foundation  examined  78  (14.5  per- 
cent), of  the  538  recommendations  that  were  accepted,  either 
"as  is"  or  in  modified  form,  by  the  agencies  involved.   At 
first  glance,  the  number  may  appear  small.   However,  the  re- 
commendations examined  by  the  Foundation  represent  37  percent 
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of  the  total  $315  million  the  GMTF  estimates  as  recurring, 
annual  financial  benefits.   They  also  represent  31  percent  of 
the  $47.9  million  in  one-time  financial  benefits  estimated 
for  all  797  of  the  Task  Force  recommendations. 

Of  the  recommendations  reviewed,  the  agencies 
claimed  that  financial  benefits  of  slightly  over  $55  million 
had  been  achieved  by  December  31,  1976,  including  both  annual 
and  one-time  benefits  to  federal,  state  and  local  governments. 
Upon  examination,  however,  the  Foundation  determined  that, 
in  several  instances,  it  could  not  directly  link  dollar 
benefits  to  implementation  actions  taken  by  the  agencies. 
Therefore,  the  MTF  placed  $665,756  in  agency-claimed  financial 
benefits  in  the  "nonverif iable"  category. 

Although  the  Foundation's  reasons  varied  for  terming 
specific  recommendations  "nonverif iable, "  in  general,  these 
recommendations  involved  complex  reorganizations  and  elimina- 
tion of  vacant  positions. 

Of  the  total  agency  claims,  the  Foundation  determined 
that  over  $54  million  in  benefits  were  "verifiable"  and  subject 
to  confirmation. 

After  examining  agency-supplied  data  on  verifiable 
claims,  the  Foundation  took  exception  in  26  instances.   In  four 
cases,  claims  were  increased  over  agency  figures  by  a  total  of 
almost  $4  million.   In  22  cases,  claims  were  decreased  from 
agency  figures  for  a  total  of  over  $13  million. 

The  amount  of  Foundation-verified  financial  benefits, 
including  the  net  financial  impact  of  the  exceptions,  totaled 
over  $44  million. 
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SUMMARY  OF  FINDINGS 

Total  Agency  Claims  Reviewed  by  MTF $55,124,178 

Total  Agency  Claims  Considered  Non-verifiable  by  MTF  .  $  665,756 
Total  Agency  Claims  Considered  Verifiable  by  MTF  .  .  .  $54,458,422 
Total  Exceptions  Taken  by  MTF  to  Agency  Claims  ....+$  3,920,989 

.  .  .  .-$13,729,948 
Total  Financial  Benefits  Verified  by  MTF  $44,649,463 


Of  the  total  $44.6  million  verified  by  the  Foundation, 
$43.1  million  was  in  annual  benefits  that  the  Commonwealth  can 
expect  to  receive  each  year.   Only  about  $1.5  million  of  the 
verified  benefits  can  be  considered  one-time,  nonrecurring 
benefits.   These  were  in  the  Office  of  Educational  Affairs  (re- 
commendations 7,  60,  68)  and  the  MBTA  (part  of  recommendation 
65). 

About  66  percent  of  the  total  benefits  verified  are 
in  new  and  increased  revenues  to  the  Commonwealth.   The  remaining 
benefits  are  in  savings  and  cost  avoidances.   The  new  revenues 
came  primarily  from  Mental  Health  (recommendation  82) ,  Corporations 
and  Taxation  (recommendation  16) ,  Educational  Affairs  (recommen- 
dation 30) ,  smaller  amounts  in  Insurance  (recommendation  41) , 
and  the  MBTA  (part  of  recommendation  65) . 

The  Foundation  also  reviewed  increased  costs  to  the 
state  that  could  be  directly  attributed  to  the  Task  Force  recom- 
mendations.  Usually,  the  Foundation  reviewed  only  those  costs 
that  it  could  separate  from  the  overall  financial  impact  of 
implementation  of  a  specific  recommendation,  such  as  the  costs 
of  new  computer  systems  and  hardware.   The  MTF  was  able  to 
verify  $582,700  as  one-time  costs  in  implementing  Task  Force  re- 
commendations . 
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The  breakdown  of  verified  benefits  and  costs  follows 


SUMMARY  OF  VERIFIED  FINANCIAL  BENEFITS  AND  COSTS 


One-time 
$   46,000 

Annual 

Total 

Revenue 

$29,638,266 

$29,684,266 

Savings/ 

Cost 

Avoidance 

$1,452,500 

$13,512,697 

$14,965,197 

Cost 

$  (582,700) 

$   (0) 

$   (582,700) 

Total 

Benefits 

$1,498,500 

$43,150,963 

$44,649,463 

Total 

Costs 

$  (582,700) 

$   (0) 

$   (582,700) 
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TERMINOLOGY 


"Complete"  —  A  GMTF  recommendation  that  was  fully  implemented, 
either  "as  is"  or  in  modified  form,  by  December  31,  1976.*  In  a 
few  cases,  the  financial  benefits  of  completed  recommendations 
cannot  be  estimated  or  verified  until  a  later  review  because  the 
data  is  not  yet  available. 

"Incomplete"  —  A  GMTF  recommendation  that  was  listed  on  a 
Secretariat  Summary  Report  Form  as  "complete"  but,  upon  review  by 
the  Foundation,  was  found  to  be  not  fully  implemented. 

"Process"  —  Activity  directly  related  to  implementation  of  a  GMTF 
recommendation  occurred  during  the  quarter  under  review  (October 
to  December  1976) . 

"Inactive"  —  No  activity  directly  related  to  implementation  of  a 
GMTF  recommendation  occurred  during  the  quarter  under  review. 
The  term  "inactive"  is  not  necessarily  a  pejorative  one  because 
activity  on  a  particular  project  may  be  contingent  on  implementa- 
tion of  another  project. 

"Indeterminate"  —  No  documentation  was  provided  on  the  status  of 
the  project,  or  it  was  impossible  to  determine  the  status  from 
the  documentation  provided . 

"Nonverif iable"  —  The  Foundation  could  not  directly  link  dollar 
financial  benefits  to  actions  taken  by  an  agency  in  implementing 
a  recommendation.   In  practice,  this  term  was  generally  applied 
to  complex  reorganizations  and  the  elimination  of  vacant  positions 


During  the  first  review  period,  some  agencies  mistakenly  re- 
ported projects  as  "completed"  that  were  fully  implemented 
after  December  31,  1976.   Since  the  October  to  December  period 
was  the  quarter  under  review,  these  projects  were  called 
"incomplete"  by  the  Foundation. 
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